Family businesses form the backbone of the SME sector in every country. Those founding a new business entity usually need support from their family members, let it be their knowledge, money, assets, time, or simply understanding and personal care. Thus, it is vital to enhance not only the survival, but also the success rate of these firms. This paper reviews issues that entrepreneurs will face as a top-manager in a family business context. We assess alternatives to common financial accounting and performance measurement practices and compare adequate financing sources and strategies for family businesses to practices used by other types of firms.
(1) Direct ownership. Family members hold the shares of the family business.
(2) Family holding company. The family members own shares in a single holding company, which owns family-related business as subsidiaries.
(3) Pyramidal structure. The main holding company holds shares in some other firms that own other subsidiaries. (4) Cross-holding. Family members own shares in several companies personally but these companies have also cross ownerships among them.
Family firms are typically owned by just a few shareholders. For example, the majority (76%) of family firms in Slovenia have a single owner, while 18 percent of them are owned by individuals (Vadnjal-Kociper-Letonja 2010) . La Porta et al. (1997) emphasise that the legal system of a country would have a strong influence on the ownership structure. While civil law countries usually offer limited protection to minority shareholders, common law protects them more extensively. This is why, in civil law countries families tend to hold bigger proportion of their businesses (greater concentration of ownership), while common law countries have higher ownership dispersion.
The literature on family business finances
Although the interest in family business research has been growing rapidly, the area of financing decisions is under-researched. In this paper reviewing the literature we will devote special attention to give a summary of the main results on the special family business related issues in financing decisions. Motylska-Kuzma (2017) points out that despite the fact that the vast majority of the studies on financial decisions in family firms is focused on the capital structure, they do not give clear answers to the question of how family businesses behave in this scope and what their true financial logic or motivation might be.
The relevant literature [see for example Basco (2015) ] emphasises the family business' unique bundle of resources, as the presence of family members alters organizational objectives and incentives and thus affects firm decision making. This, in turn, influences how family firms interact economically and socially with their environment.
Company growth and development depend not only on the stock of capital and production factors but also on who owns and works with them (Heidrich et al. 2016) . Specifically, family ownership and the management regime alter how an organization is governed and managed because decisions are made in a specific organizational and pro-ductive framework (Jaskiewicz-Luchak 2013) . This framework emerges from the contrast between family logic and business logic with different types of member affiliation (i. e., birth versus qualification), aims (i. e., family-oriented goals versus business-oriented goals), legitimacy (welfare versus rational myth), and dominance (i. e., traditions versus rational views) (Pérez Rodríguez-Basco 2011). Consequently, decision making differs between family firms and non-family firms in areas such as equity financing, corporate diversification, level of debt, innovation, risk, internationalization, and general and specific management practices, among others (Kiss-Kuba, 2009 ). Therefore, if decision making is affected by the type of ownership and management regime, then the ownership and management regime may have an effect at the firm level, such as on firm performance and efficiency in the use of production factors (Basco 2014; Stafford et al. 2013; Haynes et al. 1999) .
In case of family-owned firms, it is usual to encounter concentrated ownership. If the majority of the shares is held by a single entity or a closely related group, then we expect strong control over the management and an intense focus on shareholder value creation that increases the stock price even for non-family members. At the same time, concentrated ownership may offer the possibility for the majority owner to divert some of the income belonging to minority owners to his own gain. This is why the way in which concentrated ownership influences the stock price (reflecting the value for minority shareholders) is not straightforward. Earlier estimates ended up with a discount of 5 to 10.5 percent on minority stakes due to concentrated ownership (Villalonga-Amit 2006) . Villalonga and Amit (2006) examined Fortune 500 firms between 1994 and 2000 to identify any value effect of family ownership. They concluded that family ownership alone did not generate value, but the founder serving as a CEO or as a chairperson -if a non-family member CEO were hired -added significant value compared to nonfamily firms. This calls for applying a 25 percent founder-manager premium for these companies based on their estimation. This positive effect more than counterbalances the negative effect of concentrated ownership.
Still, this positive effect is confirmed only for the first generation. They also found that any shareholder-CEO conflict is costlier for companies with a descendant-CEO than in nonfamily firms. Baek and Kim (2015) emphasise that the positive 'founder effect' of family businesses is only statistically significant for the firms with a cofounder involved. They analysed more than 17 thousand US companies for the period 1996-2010. They argued that the positive effect was due to the fact that the involvement of a cofounder reduces the so called key person risk by offering a possible replacement for the founder, if needed, and is mitigating the negative effect of concentrated ownership. Based on this result the additional coordination costs raised by several founders are more than counterbalanced by these positive effects.
Sometimes family ownership appears to have negative effect on firm value. Lins, Volpin, and Wagner (2013) studied 8500 firms in 35 countries for the years 2008-2009 to see how family control affects valuation. They concluded, that family businesses underperformed other companies during the financial crises and cut back more on investments than other firms. The higher the underperformance was, the higher the cuts on investments were. They also concluded that in case of family-owned businesses liquidity shocks are more likely to be passed on within the group. Lins, Volpin, and Wagner (2013) argue that family owned businesses tended to be under-diversified and this may jeopardise the survival of the enterprise during hard and liquidity demanding periods. Actions to save the company and thus the family fortune keeping the company under family control, often imply such management decisions that may reduce value for minority shareholders. Due to that, the costs of family ownership outweigh the benefits of it during crisis times (Eleni et al. 2007) .
Techniques that reduce the control rights of the non-family member owners (e. g. dual share classes, pyramids, and voting agreements) had a negative effect on the share price. So, we should consider the possible existence of an ownership structure discount (Villalonga-Amit 2006). Reilly (2016) emphasised the importance of separating the personal goodwill of the entrepreneur from that of the firm itself when valuing a family business. This might be important in the various (gift, estate, transfer, income) tax issues that might emerge. In most cases when we perform an appraisal for a family-owned company we not only do have to calculate the total value of the firm (V) and the equity (E), but also have to quantify what is the part of the current value that is attributable to the current individual owning the entity. This later value could be lost completely when a new owner takes the firm over (Basu et al. 2009 ).
Losing this personally owned goodwill would be a serious problem so new owners might try to keep as much of it as possible. Nevertheless, if those were transferable, taxation could be completely different. If the shares were held by a family-owned wealth management company or the sale of the firm would be structured as an asset sale (instead of sales of shares), any income would be taxed first by corporate income tax then by personal income tax of the owner. At the same time, personal goodwill (and any assets owned personally like a brand name) sold would only be taxed under the personal income scheme (Bhaumik-Dimova 2015) .
Introducing different sources of funds to the operation of family businesses is unavoidable, and -with clever design -is beneficial. Vadnjal and Glas (2008) argue that family businesses need to understand that insisting on the self-sufficient manner of financing their business may result in limited growth and constraints hindering further extension of their operation. This would also limit creating a solid foundation for successful generational transition of family businesses.
Use of accounting information for planning in the family businesses context
Family firms have unique characteristics that explain why their practices are different from those of non-family firms. These unique characteristics include a concentrated ownership in the hands of the controlling family. Out of this fact rises the power of the controlling family which is the basis to pursue their goals, to protect the involvement of the family in the governance of the firm, to serve the interest of the controlling family in the long-term survival of the firm, which also may be based on the close relationship between managers and the family. Finally, we have to pay attention to the relevance of noneconomic factors such as reputation, or the emotional attachment of the family to the business (Carrera 2017) .
Maintaining financial records in good quality and transparent manner is essential for the successful financial management of family businesses. In this context, the dayto-day financial activities like money management are necessary means for maintaining long-term financial security (Capoor et al. 2004) .
However, several family specific obstacles can be identified when financial planning is concerned (Keasey et al. 2015) . Family business owners typically do not have appropriate knowledge of accounting disciplines, such as management accounting and financial accounting. Accounting is one of the areas where family business owners face limitations of their scope of relevant accounting framework. From a theoretical point of view, studies on accounting and reporting issues in family businesses have mostly adopted an agency theory perspective, probably because agency theory has traditionally been the dominant framework in accounting research. Only a limited number of contributions have used alternative (or complementary) theories such as the stewardship theory, which give prominence to noneconomic factors that shape family firms management (Prencipe et al. 2014 ).
In general, planning involves establishing the objectives of an organisation and formulating relevant strategies that can be used to achieve those objectives in family firms. In this regards, planning can be short-term (tactical planning) or long-term (strategic planning) (Prencipe et al. 2014) .
Strategic planning, of most importance, is a managerial tool used to formulate business strategy. This process requires managers to collect data, analyse, reflect, conceptualize, construct alternatives and evaluate them using business forecasting to steer the company from its current state to a more advantageous/desired state (Mazzola et al. 2008) . It could become an important developmental tool for the owner-manager of the family business, especially in case of a change in ownership (i. e. succession).
Decision-making involves the consideration of information in making informed decisions. In most situations taking a decision includes a choice between two or more alternatives. Using satisfiability as a principal approach to planning has many advantages (Huang et al. 2015) . During the decision making process managers use the information related to actual results to reassess and amend their original budgets, measurers or plans. The next phase in plan implementation is the so called 'concept evaluation' . This phase involves evaluating the concepts according to the requirements and opting for the most suitable one. This step has to involve considerations for the customer as well (Schmidt et al. 2015) .
For many family businesses, developing a business planning process has substantial value. It may, for example, create an opportunity to address a change in the family and business systems. For businesses that have become stagnant over the years, strategic business planning discussions can revitalize operations (Carlock-Ward 2001) . For a family challenged by transitions in ownership or control, it begins a process of creating new understandings and agreements. In a period of family conflicts, planning creates a vehicle to reconnect with values and relationships.
The management prepares a plan, which is put into action by the executives who have control over the input resources (labour, money, materials, equipment etc.). Output from operations is measured and reported (feedback) to management, and actual results are compared to the plan. This process is shaped by the control reports. Managers take corrective action, where appropriate, especially in the case of exceptionally bad or surprisingly good outcomes (Dékán et al. 2010) . Feedback can also be used to revise plans or prepare the plan for the next period. The development of this kind of an effective planning process will help the family focus on the business and create new strategies to revitalize the company and promote future growth over years and generations (Carlock-Ward 2001) . (2017) Concerning the implementation, responsibility centres, cost centres, profit centres, investment centres and/or revenue centres are distinguished in the company. The responsibility centre is a separate part of the business where managers bear personal responsibility for the performance.
The cost centre is a production or service location, function, activity or item of equipment whose costs are identified and recorded. (For example, for a paint manu facturer cost centre might be: mixing and packing department, administration or selling and marketing department; whereas for an accountancy firm: audit, taxation, accountancy, word processing, administration, canteen may represent cost centres.) The cost centre managers need to have information about costs that are incurred and charged to their cost centres. The performance of a cost centre manager is judged on how the cost targets have been achieved.
The profit centre is a part of the business, in which both the costs incurred and the revenues earned are identified. This kind of profit centres is often found in large organisations with divisions, and each division is treated as a profit centre. However, in each profit centre there could be several costs centres and revenue centres. In this regard the performance of the profit manager is measured in terms of profits made by the centre; the manager must therefore be responsible for both costs and revenues and in a position to plan and control both. The data and information relating to both costs and revenues must be collected and allocated to the relevant profit centres.
Regarding the investment centres, managers are responsible for investment decisions as well as those affecting costs and revenues, they are therefore accountable for the performance of capital employed as well as profits (costs and revenues). The performance of investment centres is measured in terms of profits earned relative to the capital invested (employed). This is known as ROCE (return on capital employed) = Net profit/ Capital employed Revenue centres represent a part of the organisation that earn sales revenue. They are similar to cost centres but only accountable for revenues rather than costs. Revenue centres are generally associated with selling activities, for example regional sales managers may have responsibility for regional sales revenues generated; and each regional manager would probably have sales targets to reach and would be held responsible for reaching these targets. The sales revenues earned have to be tracked back to individual (regional) revenue centres so that the performance of individual revenue centre managers could be assessed.
Design and implementation of the funding mix
The above mentioned organizational and performance evaluation practices are essential to provide the preconditions for managing the profit generating capability of the firms, which is crucial for raising external sources of fund (Sági 2007) . Fama and French (2005) points out that profitability and growth characteristics of firms are central to their financing decisions, since valuable growth opportunities indicate how much investment a firm may need. Profitability also reflects to what extent these investment needs can be funded internally. However, while it is important to keep company's cash flow healthy, signing a bad financing agreement could hamper the business growth for years to come. It is very important to overview the forms and the main characteristics of financing and their impact on enterprise performance.
In general, as a family business is growing by increasing its sales turnover, by increasing the number of employees. On this way the firms operations are also becoming more structured, and sometimes invites identical funding solutions (Kozár 2013) . As the firm is also generating more profit over the years, more and more funding sources are becoming available. Part of the external funds are raised from commercial trading partners and their institutions (Kozár-Suták 2012) , in some cases in an institutional, standardised way (Kozár-Suták 2011) . Start-up businesses rarely have the pleasure and luxury of sufficient funds to sustain their current and planned business expenditures. However, they need to obtain sufficient funds in order to compete in the industry, and must therefore look to external sources of finance to meet their business obligations. In their start-up phase, family businesses usually earn insufficient profits and week cash flow, and are short of assets to be placed as collaterals. A stable profit and cash flow generating capability only occur when the company enters the growing and maturing phase. Graph I shows the scope of funds, available as the business earns an increasing amount of revenues and profits.
Graph 1: Access to sources of funds Source: Damodaran (2015: 13) 
Venture and equity capital
Private equity and venture capital companies are ready to invest in a company at any time of its lifecycle but usually certain funds specialize on starting and matured companies (Konecsny et al. 2012) . At this point distinction should be made between private equity and venture capital.
Private Equity provides capital to companies not quoted in the stock exchange. Usually this type of source is used to finance the development of products, the introduction of technologies, the expansion of current assets, acquisitions to stabilize the company's balance sheet. This type of investment usually modifies the ownership -and eventually the leadership -of the company and it can be used in successions as well. Private equity investors normally are focusing on more developed companies and usually in-vest higher amounts. Mostly the buyout and turnaround type transactions are represented by them.
Venture capital is also a form of investment that funds companies in the early stages such as seed, start-up and later stage ventures (Konecsny-Hegedűs 2013) . As in early stage phases, the risk is above average, consequently investors expect higher returns as well.
The main characteristics of the different types of capital investment are summarized below:
Early stage (venture capital)
• Seed capital for helping to evolve the business concept, prepare the business plan, finance initial research and develop or prepare prototypes before the business really start production. Finally it is worth to look at the exit stage and the means, if an investor would like to sell its investment in the company. Such a transaction can be executed by MBO, the inclusion of another investor or the Initial Public Offering (IPO), which is the first sale of stocks by a private company to the public.
Family loans -personal debt for financing a business
Many entrepreneurs launch their undertakings by borrowing money from friends and relatives. Such individuals are more likely to provide flexible terms of repayment than banks or other lenders and may be more willing to invest in an unproven business idea, based upon their personal knowledge and relationship with the entrepreneur (Gama-Galvão 2012) .
A potential disadvantage is that friends and relatives may try to become involved in the management of the business. Business owners who wish to avoid such complications must use the same formal arrangements with relatives and friends as with more distant business associates. But this is not easy to carry out it in practice.
Founding a business is extremely risky (Kiss-Schuszter, 2014) . Founding costs include legal costs (lawyer, company registration etc.), shareholder's capital and so on. If founders do not have enough money to cover all the costs but are committed to found the firm, they should get somehow the missing sum needed. Traditionally we may say that there are three sources: family, friends, and fools.
In that context fools are people or organisations who take the potential risks of default of a new business. That risk is enormous, most new businesses do not live 2-4 years and do not earn any profits either. But in some cases, if the idea is good enough and the business starts taking off and grow, the return may be high.
A new development in fundraising is crowdfunding. Crowdfunding is an online hub, where individuals from all around the world can donate for a project. Although most individuals pay a relatively low amount of money, say 5-10 euros, due to the high number of participating individuals, the necessary capital for the project can be gathered in a matter of months. In return for support, individuals get a specific advantage that depends on the project owners. Donors paying say 5-10 euros get the experience of helping a project but those paying 20-25 euros a basic edition of the product and those paying 50 euros a dedicated or a premium edition may be the reward for their donation.
Others use crowdfunding to finance their own personal needs and promise interest and repayment. This represent a crowdfunded loan, where the borrowed money comes from a number of different people and the borrower pays interest as well.
Bank loans, overdrafts
Borrowing money from the bank is the traditional method used by businesses to raise funds for their current and future projects. Interest must normally be paid on any money borrowed from the bank. There are different forms of bank loans available to businesses. It is generally more difficult for new businesses to get a loan with relatively low interest rates.
There is an endless range of loans on offer that suit all types of businesses. These vary according to: -the amount required by the business; -the length of time over which the business will repay the loan; -the type of interest rate being charged by the bank (e. g. fixed or variable).
Choosing the right type of interest rate is very important for the business in the long run. This can be difficult, since both fixed and variable rates have advantages and disadvantages. For example, taking out a fixed rate loan implies that the company can accurately predict the size of the monthly repayments. On the other hand, repayments on a variable rate loan can fluctuate (Sági-Sóvágó, 2002 ).
An overdraft is the most common form of loans available to businesses in the short term. An overdraft is a flexible method to use in order to finance a business shortfall over a short period. The money can be drawn out by the business fairly quickly and repaid over the period agreed with the bank; though interest rates and ease of borrowing will depend on the state of the business and on the history of the company. If a company has no previous track record, banks require some form of collateral, perhaps involving the assets of the business or the personal property of the owner. Where a business uses its assets to secure an overdraft, this clearly limits its ability to sell these assets or to use them to acquire any other financial sources (Sági, 2017 (Sági, , 2018 . However, if the business has a good track record, an unsecured overdraft facility may be arranged. One of the main advantages of this type of borrowing is that the debt can be paid off at any time without penalty. On the other hand, an overdraft is repayable on demand from the bank. Since overdrafts are given and the interest rate set according to the status of the individual account, new customers are normally charged more than long-standing customers (Neszmélyi 2017) .
Bonds
Corporate bonds are immaterialised financial instruments. Similar to loans and other debt instruments (for example bill of exchange or commercial loans) corporate bonds are external source of finance. Accordingly, corporate bonds play quite a similar role in financing the business. The similarities between bonds and loans are as follows:
-interest is tax deductible; -interest rates and dates of interest payments and capital repayment(s) are clearly stated;
-investor's major risks are related to the insolvency of the firm (repayments of interest and/or capital). In case of default on interest and/or capital payments investors have the same rights as banks, they may appropriate the assets pledged and sell them, in order to obtain the owed amount.
There are differences also. Bond financing of firms means to get money directly from the capital market. In this way the firm does not borrow money from a particular institution or person but from a group of investors who can then sell (trade with) these bonds as well. Bonds are traded in most cases on the stock exchange or OTC markets. Bonds can be classified based on several characteristics. The most important characteristics and types of bonds are the following bonds: -Interest rate: fixed rate, variable rate (rate changes in a predetermined manner), floating rate (rate linked to a base rate like LIBOR). -Interest payment: none (zero coupon), regular (semi-annual, annual), accumulated interest payment at maturity (bullet). -Principal payment: regular equal instalments, bullet payment (at maturity), annuity bond (interest and principal payment made regularly totalling each time to the same amount). -Attached option type: none (conventional bond), puttable (holder may sell back to issues under pre-set condition), callable (issuer may repurchase under pre-set conditions), and convertible (owner has the right to convert bond to common share at a given price and at a specified date).
The theoretical price of a bond defines a price determined on an efficient market. The theoretical value of an asset is calculated as the sum of present value of future cash flows (interests and principal payments).
In the United States a much larger proportion of firms use capital market to finance their operations but in the continental Europe it is typical only for bigger companies. Therefore, bond financing is pretty much irrelevant for family firms.
Initial public offering
Initial public offering (IPO) means that the investors can purchase the company's shares on the stock exchange for the first time. Normally an investment bank or an agent qualified for taking the role of underwriter advises and manages the process for a fee payed by the company. To qualify for an IPO the company with the help of its underwriter must prepare a number of different documents, including a prospectus, to convince the authorities and potential investors that shares are worth buying at the pre-set pricing. These papers offer a lot of information about the company and about its prospects, based on which investors may attempt to set their own price expectations and enter the procedure of buying the shares themselves.
If the estimated value of the share is higher than the offer price, they will buy it, in the opposite case, they will not. That is why, in order to assure the success of an IPO, former owners may agree to offer the new shares with some discount (at a lower price than the estimated intrinsic value). In case of an IPO different investors may have markedly different interests (Cirillo et al. 2015) .
The investment bank acting as underwriter for the transaction takes the responsibility to buy all shares not sold in the IPO. Thus, it is in their interest to set a low price, because it reduces the risk that they will not be able to sell all the shares. In addition, even if they have to buy at the time of the IPO, when later the price increases, the bank can realise a profit by selling those shares later.
The current owners want to sell shares at a high share price. If the IPO is not only about issuing new shares, and the owners sell some of their own stake, then they may be interested in overestimating the future economic prospects of the company to influence expectations and boost the current selling price.
At the same time, investors seek a good deal, e.g. a great outlook at a less than fair offer price. Due to this, if a relatively unknown company wants to start as a success story on the stock exchange, it is often advised to offer shares at IPO with a discount of about 15-20 percent at least.
Conclusions
There are several motives for family businesses when making decisions on the proposed timing and form of introducing new sources of funds to their operation. One motive of family firms that is likely to influence their financing decisions is the willingness of the main owner to dilute his or her control over the business (Keasey et al. 2015) . The organization's life-cycle stages represent another factor in financial decisions.
In case of an existing business, owners can use several sources of funding, such as the retained earnings, loans from family member, bank loans or various types of equity issues. However, most authors indicated that different sources of funding may have different 'popularity' among companies reflecting their preferences. For example, large listed companies prefer bond financing to issuing new shares. The pecking-ordertheory explains the expected ranking of sources. In case of family businesses the ranking is the following: company profits, loans from family member, loans from banks and others, equity of owners, equity of new family members, and equity of new external investors.
Enlisting the main sources of external funds, including the venture and equity capital, we noted that -as opposite to bank financing -bond financing is usually hard to get for a family business in Europe.
Our results suggest that family businesses normally do not have access to foreign capital, and they are reluctant to use other forms of debt which would involve such obligations, that potentially would limit their independence. In most European countries family firms often forgo growth opportunities due to a lack of internally generated funds or own equity. This paper was written as part of the project 2016-1-HU01-KA203-022930) ERASMUS+ Strategic Partnership for Higher Education with support of the European Commission. This publication reflects only the views held by the author, and the Commission cannot be held responsible for any use which may be made of the information contained therein.
